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Hioant EDUCATION AND UNEMPLOYMENT : SOME PARADOXES 

Sines the turn of tho eontury hlghor odueatlon hao played an Ineraaalngly 
iaportant role in Aaerican aoeiaty. Expanding govarnaant invastaant in public 
adueation on tha federal, atata, and local level and ineraasad aeholarahip 
aid by private collages have for aany aignifieantly reduced tha financial 
barriara to higher adueation. Parhapa Bora iaportant tha ineraaaa in 
Uni1:ad Siataa par capital real incoaM due to aeonomie growth over tha ysara 
enabled nora and aora parents to sand their children to eollaga. Thia 
inciraaaad national wealth is making it realistically poaaibla for ua to 
reach tha social goal of equal quality of educational opportunity. 

But tha trend toward lengthening tha years of adueation both in eollaga 
and beyond to higher dagraaa introdueaa iaportant aeonomie cost barriara to 
tha goal of equal quality of educational opportunity. Since eollaga and 
univaraity anrollmanta are almost certain to expand, ranawad attention should 
bo paid to those aeonomie faetora which aneouraga studanta to attend eollaga 
and graduata schools. In particular, tha social and aeonomie iaplieationa 
of tha affects of unamploymant on higher adueation need to be explored more 
fully to permit realistic planning for higher adueation. 

Young people are motivated to continue their adueation for among othara 
two aeonomie raaaons: to ineraaaa their amploymant and income proapaeta, 

and to avoid tha threat of unamploymant. Tha unaaploymant affect on eollaga 
and graduate anrollmanta has been shown by two pravioua San Joaa aeonomie 
*^*****^^' •**lh**f P*P*ta to bo coincident with aeonomie flutuationa.^ 
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Today young peoplo ontorlng tho labor foreo find that it la ofton 
difficult to obtain ai^loymnt. Since the average educational level of 
the work force hae greatly Ineraaaed, en^loyere are now able to fill job 
vaeanclea with workera who have higher levela of educational attalmaent 

waa tha eaaa pravloualy. Thoaa with relatively lower educational 
quallfleatlona, therefore, tend to bear tha brunt of uneaploynent. Conae- 
quently, higher education aervea aa an altamatlve to unoeploynant to thoaa 
who have aufflelant financial aupport and dealre to gain a coiq^otltlve 
advantage in the labor market. Aa tha availability of hlghar tralnad 'labor 
Increaaaa. however, eaployera tend to increaae further the educational 
requlrementa of proapectlve onployoea. Thua,thara la a genaral upgrading 
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of job requlrementa dua to a ralatlve overaupply of hlghar tralnad labor. 
Furthar compounding tha problem la the fact that the planning, financing 
and expanalon of higher education la at the atata and local level, while 
federal employment and military manpower policy remalna oaaontially the 
primary governmental aourca for contending with tha nationwide problem of 
youth unei^loyment. 

Studlea attaaqttlng to ahow tha valua of a collaga aducatlon have bean 
given increaaad attention by aconomlata. lianuin P. Miller and P. C. Ollck 
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In 1956 aatimatad tha money valua of a collage education to be $103,000. 

They found that tha average lifetime aaminga of a high achool graduate waa 
$165,000 compared to $286,000 for the college graduate. A later atudy by 

^"Technology and tha American leonomy," MattoMl Commlaalon on Technology 
Automation , and gconomlc Progreee . Vol. 1, Pbb. 1966. 

3p. C. Ollck and H. P. Miller, "Iducatlonal Uval and Potential Ineoma," 
American Sociological levtew . June, 1956. 
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Mllltr in 1958 found that tho ■■rnlngo ottrlbutobla to ■ collage education 
had increeead elightljr ovar the 1956 aatlaata.^ The reaulta of Shulte'e 
etudr ere ahown in Table Z.^ 



TABLE I 

ZncoM received froa agaa 25 to 64, for aalee by lavel of echool coapleted 
for the United Stataa 1939, 1946, 1949, 1956, 1958. 

High Sehool»Collaga Differential 



Year 


High School 


Collage 


% Difference 




Graduate 


Graduate 


■ 


1939 


$67,383 


$104,608 


55 


1946 


114,023 


168,983 


48 


1949 


148,649 


241 ,427 


62 


1956 


208,332 


340,131 


63 


1958 


215,487 


366,990 


70 



Note that tha percentage difference in aarninga haa ataadily incraaaad 
fron 55 percent in 1939 to 70 percent in 1958 indicating that it ia becoming 
econonicelly nora rewording to get e college education; that ie, the finan- 
cial rawerda for tha college educated have ovar the ehort period incrooeed. 
However, et tha eaae time that inconee of college greduetee increaeod 
ra!^etiva to high echool greduetee, the incooae of profeeeionele have daereooed 
raletiva to the growth in national product. 

In e recent article publiehed in the Anericen Economic Review . Tibor 
Scito'/aky reported the reeulte of e etudy on the long run trende of relatively 



^rman P. Miller, "Annuel end Lifetime income in Relation to Education: 
1939-1959," Anericen Economic Review . L (June-Dee., 1960), p. 982. 

^Theodora H. Schulte, "Education end Economic Growth, " in Social Foreaa 

Inf luencing Aparleen Education . 1961, Sixtieth Yearbook of the National 

Society for tha Study of Education. 
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daelining ineonct In tht profettiont.* Scitovnky attributss tha ralativa 
decline in tha eacninga of profaaaionala to faetora aueh aa "tha ineraaaing 
aupply of educated people," and to "tha alower than average riae in the 
productivity of profaaaional people." Scitoveky aleo auggaata that abort 
run inflation nay have a dapraaaing affect on profaaaional income aince tha 
incomea in tha profaaaiona are often greatly influenced by tradition. 

Scitoveky congtaraa tha incomea of five profaaaional groupa in the 
United Stataa, Canada, and aevaral Waatem European countriea with par 
capita real income in tha raapectiva countriea ainca tha turn of tha century. 
Ha found a remarkable aimilarity in thair experience of declining ralativa 
profaaaional inconaa. Tha profaaaiona axaminad included phjraiciana, lawyora, 
dantiata, full profaaaora, and high civil aarvanta. All of tha profaaaiona 
that Scitoveky axaminaa ara ralativaly old and eatabliahad, and with tho 
exception of phyaicUna and dantiata, the typea of work have not baan greatly 
j altarad by technological changa. Lawyara, profaaaora, and high civil aarvanta 

do aaaantially tha aama type of work with baaically tha aama mathoda aa they 
did three quartara of a century ago. In thaaa groupa it ia likely that their 
declining ralativa incoma nay in part be influancad by tradition. However, 
incraaaea in tha ralativa aupply of thaaa profaaaiona have alao baan a major 
factor influencing tha ralativa decline in thair incomea. 



*Iibor Scitoveky, "An International Coapariaon of tha Trend of Profaaaiona 
Uminga," AIR, March, 1966. "ThU trend haa baan noted not only in tha 
United Stated but in •oat Waatara countrlaamm#**# o£# p#24# 

^Tibor Scitoveky, o£. cit . 



ERIC 






r 












9 




t! 



0 



% 



5 



TABU XX 



Yaar 


U. S. 


0. s . 


D. S. 


0. 8. 


D. S. 




Phyaiciana 


Dantiata 


Lawyara 


Profaaaora 


Civil Sarvanta 


1900 










7.8 


1904 








3.8 




1910 








3.7 


6.1 


1920 








2.1 


3.2 


1929 


2.9 


1.4 


3.1 






1930 


3,2 


2.7 


3.4 


3.7 


6.1 


1935 


3.4 


2.3 


4.0 


4.4 


8.2 


1939 


3.2 


2.4 


3.3 


4.3 


7.1 


1948 


3.2 


2.0 


2.3 


2.1 


2.8 


1950 


3.3 


2.0 


2.2 


2.0 




1951 


3.2 










1952 




2.5 


2.1 


1.9 


3.9 


1955 




2.6 








1958 


3.8 




2.3 


1.9 


3.5 


1958 


4.2 


2.8 


2.4 


2.1 


4.1 




i 



! 

1 

I. 



if 



Adapted froB "An Xntamational Coapariaon of tha Trand of Profaaaional 
Barninga," Tibor Seitovakp, AIR. March, X966. 



Xn tha U. S. noted in Table XX above three of tha groupa earning I 

t 

aultiplaa have declined, while tha earning nultiplaa of both phpaiciena | 

and dantiata have riaan. All three factora, tha leg in productivitp, | 

incraeaad relative aupply, and tha role of tradition, probably account 
for tha decline in lewyara* * incoaa. Converaaly, tha decline in tha aultiplaa 
of high civil aarvanta can, with tha axcaption of abort run flutuationa, 
probably be attributed to none of tha factora ainca their aalary ia aaaantially 
baaed upon political deciaion.^ Xn tha U. S. phyaiciana are tha only group | 

whoaa aarning aultipla haa greatly incraeaad, and thia ia probably dua to I 

tha aadieal profaaaion'a auccaaa in raatricting antry into tha field and to | 

axpandad aadieal inauranca plana. ^ | 



*Xbid . 

*Xt ahould be noted, however, that tha training tlaa of doetora haa 
incraeaad and therefore thair lifatlaa earning aay not have ineraaaad 
relative to national product. 
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The influence of tradition and the general price lav4l are clearly 
illustrated in the table. Table II alao indicatea that the earning multiples 
rose in the lawyer, professor, and civil servant groups during the 1930 'a 
depression but declined as the price level rose during World War II and the 
post war period. 

The influence of an increased relative supply on earning multiplee is 
isolate from the other deteminanta in Scitovsky'a study. 
Certainly in the ease of physicians, the lower rate of increase in supply 
played an important part and that reatriction hae probably been a major 
factor accounting for their relatively higher incomaa. The increased 
relative supply has probably contributed greatly to the decline in incomes 
in the other professions in the United States too, since in countriee such 
as the United Kingdom which severely restrict entry into univeraitiee, the 
relative incomes of rrofesaionela though also declining are higher than in 
the United States. 

In certain other professions not covered by the Scitovsky study relative 
income has also declined. Table III adapted from the Blenk-Stigler study 
illustrates the declining growth rate of engineers' Incomes. The ratio 
to net income of lawyers to engineers has, in the long run remai»&d close 
to 100, thus the incomes of both groups have grown at about the same rate. 

But compared to the fulltime wage earners' income earnings of engineers have 
declined. 



'®Tlbor Scitovsky, o£. cit. 

S5igl«r, The Demand and Supply of Scientific Personnel. 
York: Natioiul Buraau of BeonoMic Raaaarch p"T9 57 ) • 
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UBtM III 

Indu of latio of MdUn laciMorlBg talary to Avorogt Wago and 
SaUrr or Rat laeem of Saloctad Oeeupatlont. lt2t-ltS4, lt29 ■ 100 



Vaar 


Ratio to lamlnga 


Ratio to Bamlngs 


Ratio to Mat 


Ratio to Mat 




tor Fulltlaa Wage 


tar tnlltlsM Vaga 


Xneoaw of 


Xneono of 




Salary Inployoa 


Bamar 


Lawyers 


thyslelans 


1929 


100.0 


100.0 


100.0 


100.0 


1932 


102.0 


109.1 


108.3 


133c7 


1934 


93.8 


97.3 


95.4 


112.4 


1939 


106.4 


108.5 


120.8 


118.3 


1943 


83.2 


76.0 


107.6 


72.2 


1948 


80.9 


83.1 


108.0 


69.4 


1949 


69.9 


70.8 


98.5 


63.1 


1950 


87.9 


67.6 


9S.9 


61.3 


1951 


66.2 


65.4 


95.6 


59.5 


1952 


68.1 


66.8 


101.9 




1953 


67.9 


66.1 


102.2 




1954 


67.9 


66.6 


96.6 





Adaptad fron tba Blank-Stlglar atudjr, Tha H ano n d and Supply of Seiantlflc 
faraonnal « 



Tha daellna in anglnaar'a ralatlvn IncoM ia undaratandabla whan wo 

eonaldar t'na ineraaaa In tha supply of anglnaara. Botwaan tha yoara 19h0 

to 1959t tha nnnbar of anglnaara in tha Unltad Stataa Ineraaaad froa 

206«000 to 800,000 or 2.8 tiaas. Tha nunbar of seiantlsts during tha 

12 

aaaa parlod Inoraaaad froa 92,000 to 310,000 or 3,4 tlaos, laal Rational 
Prodttst during thla parlod Ineraaaad 2.1 tlaaa. Tha supply of anglnaara 
and seiantlsts, tharafora, Ineraaaad at a fastar rata than raal produet. 

It la the eoneluslon of Hank and Stlglar that supply has outraesd daaund 
for anglnaara with the rasult that. In ganaral, aaployars have probably 
absorbed tha Ineraaaad nunbar by upgrading job raqulrasMnts. 

Zt la our Intarpratatlon of thosa data that at tha availability of 

^^Salaa J. Huahkln, (aditor), Beoncnlca of Mtghar Idueatlon (Washington: 
0. S. Oovamnant frlntlng Of flea, 198^>, p. sfT 
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hi|htr aducttlon incrtataai incraaaing nuabara of collaga graduataa 

•ntarlng tha labor aarkat coapata with tha high achool graduata for 

aaployaant. Baploytra aaaking to obtain tha boat quality labor giva initial 

praforanca to the ralativaly highar coot collogo graduata. Aa tha gonoral 

educational level riaea. Howavar, tha incoaa of tha highar oducatod and 

profosaional doclinao ralativa to national product. Tha rolativaly looo 

well educated job aaakar.in turn, io forced into lower job elaaaificationo. 

Thia latter phanoaanon waa obaarvad in tha atudy by the fraaidant'a 

Coaaiaaion on Technology and the Anarican Bconony. 

In a alach aarkat aaplo)rara auat have aona naana of aalacting aaong 
nuaeroua applicanta, and it ia not aurpriaing that educational 
attainnant ia often uaad aa a convenient yardatick ragardlaaa of 
ita direct relevance to tha raquiramanta of tha job.^^ 

Thua, the general upgrading of joba incraaaaa tha unaaployeant rata aaiong 

tha relatively laaa well educated. The young among thia group have no 

altarnativa but either to go on tha unaaploymant rolla or train upward. 

Mot only doaa tha financial raward of a collage education act aa an 

aconoaie incantlva, tha threat of unaaploymant acta aa a further inducaaant 

to higher collage anrollaanta. 

The upgrading of joba ia not naeaaaarily applicable only to tha lower 
incoaa catagoriaa. Xt ia likely that thia practice haa bean continuoua 
through tha profaaaional claaaificationa. Many paraona aftar graduating with 
a bachalor'a dagraa find that thay can’t qualify for tha job thay would lika. 
So thay go back to achool for a aaatar’a dagraa. Table Vt ahowa tha ineraaa- 
^ng percentage of firet dagree graduataa who go on for a naa^r’a degree. 

^^'*Tachnology and tha Aaariean Sconomy," op. eit. p. 23. 

l|a ^ ' ' 

Fcita Machl<9, The Product ion and Piat rib ut ion of Inowladae in the 
Pntted Stataa (Prineaton Oniveralty Preaa, i9f2}, p. Pi. 
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Tabla ▼ indicates ttia additional rewards availabls on tha avaraga for 
additional sraars of eollaga. 



TABLE IV 

lamed Degrees Conferred by Level of Degree 



Tsar 


Bachelor's or First 


Mastar's or Sacond 


Mastar's as a % 




Professional 


Professional 


of Baehalor's 


1900 


27,410 


1,583 


5.8 


1910 


37,119 


2,113 


5.7 


1920 


48,622 


4,279 


8.8 


1930 


122,484 


14,969 


12.2 


1940 


186,500 


26,731 


14.3 


1950 


432,058 


58,183 


13.5 


1955 


285,135 


58,165 


20.4 


1960 


405,000 


75,700 


18.7 



The large increases in first degree graduates is due to tha large 
number of veterans who attended under the G. I. Bill. The large quantity 
of nastar’s degrea graduatas in 1955 stay well be caused by the large nuCber 
of man discharged after the Korean conflict who had postponad or were 
encouraged to pursue graduate work. Table IV indicates that tha trend 
toward a larger percentage of first degree graduates to go on for advanced 
degrees is continuing. 









TABLE V 



Comparison o£ Avarage Yaarly Salary o£ Colley Trainad 
Parsonnal in Selected Occupational Groups 



Maiu.^ers, OfficUla, Age Group 25-64 

and Proprietors Salary 

Education 

Pour years o£ college 14,115 

Over four years 14,362 

Five or more years 14,978 



Age Group 25-34. 
Salary 

9,169 

9,208 

9,331 



Electrical Engineers 
Education 

Pour years of college 9 ,429 
Over four years 9,732 
Five or more years 10,243 



8,156 

8,481 

9,108 



Insurance Underwriters, 

Agents, and Actuaries 
Education 

Four years of collage 9,444 

Over four years 9,491 

Five or more years 9,653 



7,059 

7,139 

7,488 



Source: Adapted from the Blank-Stiglar Study: The Demand and Supply of 

Professional Personnel, 



While job upgrading serves as an adjusting mechanism for a relative 
oversupply of professionals, the ramifications o£ the shift affect all 
levels of the income scale and take a final form as youth ememployment. 

Since the turn of the century there has been a general decline in the labor 
force participation rate of young parsons and a corresponding rise in college 
enrollment rates. Since the mid-fifties the unenvloyment rate of 18 to 19 
year olds has increased to the level of 16 percent in 1960. The data on 
participation rates, unemployment rates, and enrollment rates is given in 
Table VI.' ^ 

S. Department of Consierea, Current Population Beports, Labor Force 
Series, Washington D. C., p. 57. 



r 



11 

TABLE VI 

Untoploymant Bats, 18-19 Yaara, Male, Participation Rate, 
14-19 Years, and Total College Enrollment, 18-21 Yeare 



Year 


Unemploymant rata. 


Participation Rate, 


Total Enrollment 




Mala, 18-19 %a. 
Percent 


14-18 yre., % 


18-21 Yre., % of 
all 18-21 srre. 


1950 


10.4 


39.2 


27.2 


1952 


6.6 


37.3 


24.6 


1954 


11.3 


36 


27.8 


1956 


9.5 


36 


30.9 


1958 


16.6 


34.2 


30.7 


1960 


16.5 


35.4 


33.5 



As may be seen in the above table, what ia happening £ite in well with 
our theeie. Not only have fewer young people, ae a percentage of their 
age group, entered the labor force, but aleo there hae been a general up- 
ward ahift in unemployment and enrollment ie this group. The gradual increaae 
in the uneiqiloyment rate among 18 to 19 year olda is attributed primarily 
to the inadequate aggregate demand that existed during the fiftiee. Whenever 
there is slack in the economy, employere become more eelectivs in hiring 
job applicante and initUte practices using educational attainment ae criterU.'* 
Young people without education or skill during these periods often cannot 
find work, and many leave the work force to enroll in school or are discouraged 
from entering the work force and continue on to college, ae the figures on 
the declining labor force participation rate for 14 to 18 year olds and 
rising snrollmant ratss indicata. Thsrsfbrs, it is both nocoosary and worth- 
whils for a parson to sntsr collsgs if he wishos to increass his chancoo for 
sconomic oscurity. Let ua now consider the bensfits that society racaivsa 
£rq« highsr •ducatlon. 

16 

Ftlts Hachlup, clt , p, 125, 
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Schultz calculated the ratums to educational Invaataant by coa^ring 
additional lifatlna aarninga of tha collage graduate, of tha high achool 
graduate, and of paraona vho cooplatad tha firat eight yaara of achool, 

(Ha coa^rad tha lattar to thoaa who cooplatad laaa than aight yaara.) 

Table VIX ahowa Schultz 'a calculation of tha ratuma of aducational invaat- 
ndnt. Tha ratuma era cooputad by dividing additional lifatiaa aarninga 
of graduataa by tha coat of that aducation.^^ Tha ratioa illuatrata tha 
incraaaing ratuma to tha individual racaivad froo a collage education, 

TABU VIX 

Tha Batuma to Iducational Xnvaatoant of Malaa 18-64, in 
tha United Stataa by Yaara of School Cooplatad for 1939, 1949, 1956, 1958 

Yaara of School Coqplatad 

Collaga 
High School 
llaMntary 

Source: Thaordora W. Schultz, **lducation and Iconooic Growth.'* 

Schultz 'a data ahowa that during tha abort run period of auatainad 
aconooic growth ainca 1939 ratuma to highar education have bean i^praaaivo. 
Howavar, both tha atudiaa by Seitovaky and by Blank-Stiglar citad abova 
indicate that over tha long run tha Incooaa of profaaaionala and tha higher 
educated have bean daclining ralativo to tha growth in national product. 

Froo tha point of view of aociaty aa a whole, conaidering only tha abort 



Ratuma 


to Iducational 


Xnvaatnant by Year 


1939 


>1949 


1956 


1958 


8.97 


9.73 


9.77 


10.96 


15.3 


10.36 


11.27 


11.80 


34.9 


39.5 


38.9 


40.2 
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^^Thaodora W. Schultz, 0 £. eit. 

^^Xt ia likely that the ratuma to higher education am not ao high aa 
Sehulta'a aatlnataa indicate. For inatanca, coapariaona of W. W. XX vetarana 
by age and adueatlon would ahow a nom honoganaoua grouping with aubatantlal^ 
lower rataa of return to educational invaatMnt. Saa H. F. Millar, '’XneoaM 
and Bdecation : Uoaa Bdueation Fay Offricononlea of Higher Education , (ad.)t 
Muakin, 0 £. cit . 
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run, one might conclude ee did Hachlup that j 

society at large may not benefit from the additional years of education, 
and the income differential earned by college graduates is not due to 
the educational effects but only to the selective function of the 
college. Where it serves only as a test of qualifications, college 
education may be downright wasteful.^* . 

However, in the long run it is likely that the income differential earned 
by graduates will be reduced by competition to the economic cost of obtain- 
ing the higher degrees. Further, it does not appear that the economy requires 
the present level of formal education of the labor force when one considers 
that 

Japan and Western Europe operate sophisticated economies with educational 
profiles far inferior to our own, and there is reason to believe that 
a highly automated economy could be engineered to fit a variety of 
educational profiles.^” 

If this is the ease, then much of the college education of the labor force 
may not be economically necessary. Consequently, governmental decisions 
justifying expanded higher educational expenditures must be based upon important 
non-eeonomie social goals and benefits such as the widely accepted democratic 
social goal of equal quality of educational opportunity. However, in deciding 
on whether to pursue social or economic goals, the disturbing effects of 
economic waste through unemployment and underutilization of higher trained 
labor, and excaooive competition for upgraded jobs should be carefully 
conoidered. Thus, the quandry of public higher education is, to expand in 
order to reach the goal of educational opportunity for all while simultaneously j 
preventing the educational system from being expanded into a holding ground 
of low public cost unsBployment insurance, it is ii^ortant to remember that 

l^Frits Hachlup, o£. cit .. p. H5. 

20„Technology and the American Economy," o£. cit .. p. 21. | 
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tht costs to the individual studsnt and to his Caaily in years of additional 
training are vary high even when education is free. 

It should also be noted that the continuing efforts to raise artificially 
the requirements for entry into college cannot succeed in restricting 
entry without negating the goal of equal quality of educational opportunity. 
Siailarly, lengthening of the training tins for dagraas and professional 
credentials ispose essentially arbitrary higher costs on those who desire 
to continue their education. It also erects and supports enlarged educational 
bureaucracy, which in turn restricts entry of youth into productive work. 

The iaposition of additional fees and tuition will further reduce the relatively 
low individual benefits of obtaining a college education. Finally, the 
economic restrictions imposed by higher costs or longer training time will 
ba magnified under conditions where the long run trend is toward relatively 
lower professional incomes. Previous generations rather than future ganer- 
ations will have derived a larger private benefit from higher education. 

The problem of state and local finance of higher education is, then, 
that higher education in part serves as an unemployment preserve, while 
federal policies are the sola vehicle for coordinating the interaction of 
employment and education. Since the opportunity cost for education of the 
unemployed is zero, the potential raturns from education for employment 
is very high. Federal aid to higher education, whan coordinated with a full 
employment policy, could be used effectively to solve the problem of under- 
employment and unamploymant of youth and simultaneously promote state and 
local government goals of equal quality of educational opportunity. In any 
case, the problem appears to be one of unsaploymont and undsrsmployaont, and 

the solutionb should be sought in federal support for high education and more 
adequate national, state, and local aducotional and employment policies. 
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